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MR.JACK C. CALDWELL, SECRETARY
DEPARTMENT OF NATURAL RESOURCES
Baton Rouge, Louisiana

Transmitted herewith is our investigative report on the Department of Natural Resources - Home
Energy Rebate Option program. Our examination was conducted in accordance with Title 24 of
the Louisiana Revised Statutes and was performed to determine the propriety of certain
allegations received by this office.

This report presents our finding and recommendations, as well as your response. Copies of this
report have been delivered to the Honorable Doug Moreau, District Attorney for the Nineteenth
Judicial District of Louisiana; the United States Attorney for the Middle District of Louisiang;
and other authorities as required by state law.

Respectfully submitted,

Daniel G. Kyle, CPA, CFE
Legidative Auditor
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Executive Summary

Department of Natural Resources -
Home Energy Rebate Option Program

Highlights. . .

Of 15 homes examined, ten
contained modifications
listed by Mr. Brian Prince
that were not actually
performed, 11 contained
costs that were significantly
overstated, and 13 homes
did not qualify for a portion
or all of the HERO rebate.

There were 15 occasions
where the homeowner or
contractor informed us that
his or her signature was not
genuine.

As a result of Mr. Prince’s
actions, $19,296 in excess
payments was generated.

DNR should require
homeowners to certify their
agreement with the
specifications and costs
noted by the rater. Raters
should submit copies of
invoices pertaining to
renovations.

Finding (See page 5.)

The Department of Natural Resources (DNR) records indicate
that the Home Energy Rebate Option program (HERO)
payments of $38,201 were paid to homeowners of 20 existing
homes rated by Mr. Brian Prince. We were able to examine 15
of these homes, which accounted for $28,926 (or 76%) of these
rebates.

Of the 15 homes we examined, ten contained modifications
listed by Mr. Prince that were not actually performed. We also
noted 11 of the 15 reports contained costs for improvements
that were significantly overstated. Asaresult, 13 of the 15
homes did not qualify for a portion or al of the HERO rebate.

DNR requires the rater to submit a certification of costs and a
Certificate of Completion for each existing home qualifying for
aHERO rebate. Of the 15 homes examined, there were 15
occasi ons where the homeowner or contractor informed us that
his or her signature on the certificate was not genuine.

Mr. Prince admitted he signed the names of seven of these
individuals and stated it was possible he signed two others.

As a result of these actions by Mr. Prince, $19,296 in excess
payments were generated, and Mr. Prince received $3,450 from
these homeowners.

Recommendations (See page 11.)

We recommend DNR require homeowners to sign a statement
on the face of Form 1119 indicating they agree with the
specifications and costs noted by the rater. We further
recommend DNR require the HERO raters to submit to the
department copies of invoices pertaining to home renovations.
These invoices should be compared to Form 1119 and the
department should examine and reconcile any discrepancies.
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We recommend the United States Attorney for the Middle
District of Louisiana and the District Attorney for the
Nineteenth Judicial District review this matter and take
appropriate legal action, to include seeking restitution.

Management’s Response (See Attachment I.)

The Department of Natural Resources agrees with the finding
contained in the investigative report on the HERO program.
Management states that it will implement the
recommendations contained in the report.



Background and Methodology

During aMay 6, 2002, meeting, the Louisiana Department of Natural Resources (DNR)
informed the legidlative auditor that documents received by DNR’s Home Energy Rebate Option
program (HERO) from Mr. Brian Prince, a DNR certified home energy rater, might contain false
information. Thisinvestigative audit resulted from that meeting. During this investigative audit,
numerous DNR officials extended their complete cooperation. The department further assisted
by performing ratings of certain homes examined in the audit.

The procedures performed during this investigative audit consisted of (1) interviewing
employees and officials of the department; (2) interviewing other persons as appropriate;

(3) examining selected documents and records of the department; (4) making inquiries and
performing tests to the extent we considered necessary to achieve our purpose; and (5) reviewing
applicable state and federal laws and regulations.

The results of our investigative audit are the finding and recommendations herein.
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Finding

During the period from January 2000 through April 2002, Mr. Brian Prince, a DNR
certified home energy rater, submitted documentsto the Department of Natural Resour ces
(DNR) that contained false infor mation, exagger ated reporting of costs, and forged
signatures. Asaresult of theinformation received from Mr. Prince, DNR’s Home Ener gy
Rebate Option program (HERO) paid $19,296 to 13 homeowner s who were not entitled to
these funds. These homeowners paid Mr. Prince $3,450 for his services.

DNR administers HERO, which is funded by federal Petroleum Violation Escrow funds
deposited in the state treasury. HERO provides a rebate of up to $2,000 to homebuilders,
homebuyers, or homeowners that make energy efficiency improvements to ahome. Inits
administration of the program, DNR trains individual s to become HERO certified raters. DNR
uses these independent raters to determine that the energy
m impr_ovements toa home_ meet the program’s eligibility
homeownersfor energy requirements. For an existing home to qualify there must be
o - a 30% increase in the home's energy efficiency. Only DNR
efficiency improvements. certified energy raters make these determinations.

For an existing home to be considered for the HERO program, procedures must be followed to
assure eligibility. First, the rater must perform an initial test of the home to determineitsinitial
energy efficiency. The rater then makes recommendations that will increase efficiency to the
required level. Subsequently, the rater inspects the home to determine that the improvements
have been made and then conducts a final efficiency test to assure theincrease. The rater then
submits to DNR a completed Energy Rated Homes of Louisiana Form 1119 certifying the costs
of the improvements and a Certificate of Completion. Thereafter, DNR processes the
documentation and mails arebate check to the homeowner. The certified rater is paid afee
directly by the homeowner.

Mr. Bryan Prince is certified by DNR and performed home energy ratings until April 2002.
DNR records indicate that as aresult of the ratings performed by Mr. Prince, $190,895 in rebates
were generated by the HERO program to homeowners. Most of these ratings were for new
homes. Rebates totaling $38,201 were for existing homes. The legitimacy of rebates for new
homes can only be determined by having a second rating performed. Lacking the resourcesto
have alarge number of homes rated a second time, this investigative audit focused on existing
homes. Rebates for existing homes are based on the actual costs of modifications. Therefore,
we were able to readily determine the accuracy of Mr. Prince’ s reporting, and, consequently, the
legitimacy of these rebates by examining the actua cost incurred by the homeowners. In
addition, in several instances where the rebate appeared questionable, DNR officials assisted our
investigation by performing ratings on these homes.
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DNR records indicate that HERO payments of $38,201 were generated for 20 existing homes
rated by Mr. Prince. We were able to examine 15 of these homes, which accounted for $28,926
(or 76%) of these rebates. The documentation submitted by Mr. Prince to DNR contained false
information, exaggerated costs, and forged signatures.

As previoudly stated, DNR requires raters to submit a

Mr. Prince submitted certification of costs (Form 1119) to report the
documents containing false ~ homeowner’s actual improvement costs, which the rater is

infor mation, exagger ated required to verify. In addition, the rater is required to

costs, and for ged signa-
tures.

submit a Certificate of Completion for each existing home.
The Certificate of Completion states that the homeowner,
contractor, and certified energy rater have inspected the
property and that the improvements have been completed.

Of the 15 homes we examined, ten contained modifications listed by Mr. Prince on Form 1119
that were not actually performed. We also noted 11 of the 15 reports submitted by Mr. Prince
contained costs that were significantly overstated. Asaresult, 13 of the 15 homes did not
qualify for a portion or the entire HERO rebate paid by DNR.

For example, for a home owned by

Mr. Arthur Levy, Mr. Prince reported that
the homeowner spent $14,650 on
modifications; however, Mr. Levy spent
only $1,645. For a home owned by

Mr. John H. Reynolds, Mr. Prince reported
renovation costs totaling $11,680 even
though the homeowner’s actual cost was
only $5,865. Other examplesinclude an
overstatement of costs totaling $9,095 for
a home owned by Ms. Kathy Cacioppo
and $8,090 for a home owned by

Mr. Philip Cortese. (See exhibits on pages
8and9.)

Also, for 15 documents submitted by

Mr. Prince, the homeowner or contractor
informed us that the signature on the
certificate was not his and therefore a
forgery. Mr. Prince admitted he signed the
names of seven of these individuals and
stated it was possible he signed two others.

Mr. Prince generated $190,895 in rebates.

B files examined B not examined

Examined files

E excess payments O allowable payments




Finding

RESULTING HERO PAYMENTS

As noted previously, 13 of the 15 homes examined did not qualify for the rebate received. These
unqualified payments totaled $19,296 (or 66% of the $28,926 in excess payments received by
these homeowners) and were mailed by DNR to the homeowners. In addition, Mr. Prince
charged the homeowners between $150 and $350 each for his services as the home energy rater
and received $3,450 for the 13 homes that did not qualify for the rebate.

Mr. Prince' s actions may indicate possible violations of one or more of the following laws:
. RS 14:72, “Forgery”*
. RS 14:133, “Filing False Public Records’?
. 18 U.S.C. 8641, “Theft”®
. 18 U.S.C. §666, “Theft from Federal Programs™*
. 18 U.S.C. 81341, “Mail Fraud”®

The actual determination as to whether thisindividual is subject to formal chargeisat the
discretion of the district attorney and/or the United States Attorney.

1 R.S. 14:72 provides, in part, that forgery is the false making or altering, with intent to defraud, of any signature to, or any part of, any writing
purporting to have legal efficacy.

2R.S. 14:133 provides, in part, that filing false public recordsisthe filing or depositing for record in any public office or with any public official,
or the maintaining as required by law, regulation, or rule, with knowledge of its falsity, any forged document, any wrongfully altered document,
or any document containing a false statement or false representation of a material fact.

%18 U.S.C. §641 provides, in part, that whoever embezzles, steals, purloins, or knowingly convertsto his use or the use of another, or without
authority, sells, conveys or disposes of any record, voucher, money, or thing of value of the United States or of any department or agency thereof,
or any property made or being made under contract for the United States or any department or agency thereof shall be fined under thistitle or
imprisoned not more than five years, or both.

418 U.S.C. §666 provides, in part, that theft concerning programs receiving federal funds occurs when an agent of an organization, state, local, or
Indian tribal government or any agency thereof embezzles, steals, obtains by fraud, or otherwise intentionally misapplies property that is valued
at $5,000 or more and is owned by or under control of such organization, state, or agency when the organization, state, or agency receivesin any
one year period, benefitsin excess of $10,000 under a federal program involving a grant contract, or other form of federal assistance.

®18 U.S.C. §1341, provides, in part, that mail fraud is having devised or intended to devise any scheme to defraud, or for obtaining money or
property by means of false or fraudulent pretenses, representations, or promises for the purpose of executing such scheme or attempting so to do,
placesin any post office or authorized depository for mail matter, any matter or thing whatever to be sent or delivered by the Postal Service, or
takes or received therefrom, any such matter or thing, or knowingly causes to be delivered by mail according to the direction thereon.
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Energy Rated H®mes of Louisiana

certifies that the home located at: Certificate of C leti
Vil (D) ompletion

18413 North ission | lls Baton Rouge [ 70310
Address City State Zip _ (Note: This form the
has been rated using the Uniform Energy Rating System. Tome * o
Current - Estimated | s oo
e IEN I I
ine W ERSELY ‘The undersigned Hm\c Owner has retained L)
Teast | Most “Contractor”) A'unh inthe Hume Energy
Eicient [ *xxx F AR | Kok RF KT | ifciers Rating Certificate issued by Energy Rated Homes of Louisiana Certified Energzy Rater Brian I

Prince (the “Certified Energy Rater”). The undersigned Home Owner, Contractor and Certified
‘Energy Rater hereby certjfy that they have inspected the property at
L sl Q1S
P/ ) oo

and that the i e prbperty have be d in accordance with the

Suggested Improvement

e L H/Ithough this home-

$450 $0

Insulaton

Wall Insafation o " Fy I t requirements of the Energy Rated omes of Louisiana Program. The undersigned understand
A _ i owner on en ot i cnfcton il e upon b e Miorgage Lot s oy
Floor Insulation wowr 53 20 held in escrow pending completion of ssid improvemeats

- .
= = |  $1,645, Mr. Prince

Air Infiliratior: W2 Worscors | sies | so 20

| T/ reported $14,650 to
DNR on Form 1119.

HOME' b@wsz i 2

CONTRACTOR:

Water Heater

Heating Equipment waE
Title: BM@;A&Q
Cooling Equipment. TasEER 128 195EER $12430 5;/ 20
,,,,, T T
Lighting, Appliances shsonen Swom 20 CERTIEIGD EERRY RATER:

i

Rating Certificate No. 080801-D

firian J. Pfince
Rater Centificate No. 2000-063

514650 | $1916 | 5516

Total Package } .

Certificd ter Brian J. Piince

T

e

Date of R

Both the homeowner and the contractor stated these signatures
were not genuine. Mr. Prince admitted he signed the name of the
homeowner. ’

fotm Gt lomad
Energy Rated Homes of Louisiana
The homeowner stated he did not sign the certificate and
does not know the contractor. The contractor stated his
signature was not genuine. Mr. Prince admitted he w
signed the names of both men.

e

hat

Existing® Recommended | EStmaed | Anniual [Measure] -
® Cost* | Savings | Lifetime| nstal

" ; Y PSEEVYITVI)
B a8 $475 R 20 Jen) Wi Do HOMEOWSAR

icate of Completion

Certificate of Completion

Wall Insulation s BAITS 0 30 20 Present Val

TFloor Insulation NONE FOAM $1,545 $0 20 Present Value

Windows & Doors SINGLE WoOD DOUBLELO £ WOOD $6.750 30 20 Expected Mor

7 Energy Rates Homes o Louistana erifed nargyRatr the

Air Infiltration 1315 0315 1020 C:0.20 $65 50 20 Expected Mon ndar pror 12 the r5ieatn of Tite
Duct Leakage, Insul 5 w7 50 $0 2 Expected Ann
Water Heater usstl asotr 0 322 20 Fxpected Annf
Heating Equipment LY 9% $0 $257 20 Net Annual Sa
- - Eaersy Rater
Cooling Equipment ssin wstn $2845 | $283 [ 20 Energy Rificiq igoed Home Ouner
Lighting, Appliances ot s $0 55 20 Rating Certifi edthe promertyat
Total Package $11,680 | $567 | 5518 Certificd Ener

The savings forexch individual
s oToranew

,.KL',g‘LZfZZiICSZiiT:?f;’ii"/_he contractor
appearing on this

: ; S ATtie | cartificate stated |
Mr. Prince reported to DNR that this Y et he did not sign

homeowner’ s renovations cost T e ,
$11,680 even though the home- S— EISE
S | doesnot know

owner’s actual cost was $5,865. the homeowner.
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Energy Rated mes of Louisiana

certifies that the home located at:

[ Rating Status

6041 COLBERT NE

W ORLEANS

Least
Filicient

Address

has been rated using the Uniform Ener,

Current Estimated Annual
Rating 4 P
iy vary fom s extimts
EITIT Ll

Rating After
Tmproyements

City

86

The homeowner actually
spent $4,675. However,
Mr. Prince reported the

Suggested Tmprovement g f at 1 t be
L T Ve COst Of renovatlions to
Existing Recommended ; § ¢ . ¢ : : :
Savings | Lifctime
Ceiling Insulation ST R 50 20 $13 770
Wall Tnsul $0 50 20 L}
Floor tsulation s |
Windows & Doors 50 5o 2 Exp EQ
Air Infiliration S445 0 | 20 : s119
Duct Leakage, Insul w7 &7 $595 so | 20 {Encrgy Savings | $1423
Water Heater a5t sins 560 sz | 20 A Annund Maintenance 50
Heating Fyuipment B e ssats | 7o }/ Net Annual Savings (NAS) 5368
Cooling Equipment sseeR r2seeR $5275 | 1,027, i Energy Efficiency Premium (EEP) | $20.404
ehtitie. Appliances —_— stwosmo 50 20 .
Lighting, Appliances Rating Cortificate No. 100301-A
i 13770 | $1423 | 5516 | —
Total Package $ § Certified Energy Rat
T T

“Forane lome

Ty mo T

er Brian 4 Prince —

Date of Rating

Certificate of Completion

(ots: T form

The undersigned Home Owner hus retained émm_/u_éﬂd (the
ded [

“Comesctor’)
Rating Certificate issued by Energy Rated Homes of Louisiana Certified Energy Rater

__ Prianl Priige__(the “Certificd Encrgy Rater”). The undersigned Home Owner,
Contractor, and Certified Energy Rater hereby certify that they have inspected the property at
L2a bt SI

= S—
Pew g Sl T2
and i propert een completed in
w gy Raied Fomes of Lovisans P o understand
hat this cctifction il be relcd upon a " "
held in escrow pending completion of said improvements

HOME PYRERD
(s

By
Tite:

i

LERTI‘F%_E % RATER:
Fan J. Prince

Rater Certificate No. _2000-063

Both the homeowner and contractor stated their signatures were not

genuine. Mr. Prince admitted he signed the homeowner’s name.

Energy Rated Hymes of Louisiana

certifies that the home located at:

612 EAST UNIVERSITY

LAFAYETTE

Rating Statu:

Preiminary

LA 70503 a

Address

City

has been rated using the Uniform Ener,

/?his homeowner spent

State Zip Final

Current Estimated Annual Rating After Fsti
w5t s2.171 2 |
Actual use aecost may vary For TS st mate dep e condiiors
Least [ 40-59 60-70 |  80-85 86- 0
e e e e 4,975 ON renovations.
Suggested Tmprovement tons H M Pr
Fristing® | Recommended | PMO0 | AU [VIEtrS owever, Ir. Frince
Cost* | Suvines | Lifetime
Ceiling Insulation HONE R $2730 $0 20 r Orted $13 065 tO
Wall Insulation 713 (I8} $0 20 = ep 1 =
Floor Insulation =oaM 54,495 30 20 D N R
Windows & Doors CrETAL 30 20 =
Air Infiltration cats §1,255 $0 20
Duct Leakage, Insul w7 v so | 20 /{gvmgs $903
Water Heater w4 565 so | 2 i Maintenance 50
Heating Equipment 845U #0AFUE $584 | 20 /;{ L Savings (NAS) $8
Cooling Equipment 0sER TaseER $4500 | s401 / Energy Efficiency Premium (EEP) | §14239
Lighting, Appli SO STnDARD 20
\BHing, Appliances Rating Certificate No. 101901-C
al Pakiig i 13,065 993 | 5516
Total Package N $ Certified Energy Rater
o T e T T Frry
[ —— e Eimted ot eremet Date of Rating

The homeowner informed us that the signature on this certificate
was not genuine. Mr. Prince stated it was possible he signed the
homeowner’ s name.

Certificate of Completion

(Note: Tl form 701
Home w

for completion.
The undersigned Home Owaer has ceuined 277 Zpsue el (the
“Contractor’) i st forth in the Home Energy

Rating Certificate issued by Energy Rated Homes of Louisiana Certified Energy Rater
(the “Certified Energy Rater™). The undersigned Home Owner,
Contractor and Ceytified Enepgy Rater hereby certy that they have inspected the property at
42 ngf % vERS 11y

LAPA crre, 14 Jas03
and that property have been the
requirements of the Encrgy Rated Homes of Louisiana Program  The undersigned understand
that this certification will be relied upon by the Mortgage Lender to release monies currently
held in escrow pending compiction of said improvements.

HO!

Gt

CONTRACT

By: £

Tl

CER Y RATER:
Brian J. Prince

Rater Certificate No. _2000-063.
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Recommendations

We recommend DNR require homeowners to sign a statement on the face of Form 1119
indicating they agree with the specifications and costs noted by the rater. We further recommend
DNR require the HERO raters to submit to the department copies of invoices pertaining to home
renovations. These invoices should be compared to Form 1119, and the department should
examine and reconcile any discrepancies.

We recommend the District Attorney for the Nineteenth Judicial District and the U.S. Attorney

for the Middle District of Louisiana review this matter and take appropriate legal action, to
include seeking restitution.

11
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Attachment |

Management's Response



JACK C. CALDWELL
SECRETARY

M.J. "MIKE" FOSTER, JR.
GOVERNOR

November 7, 2002 DEPARTMENT OF NATURAL RESOURCES
Mr. Daniel G. Kyle, CPA, CFE

Legislative Auditor

P.O. Box 94397

Baton Rouge, LA 70804-9397

Dear Mr. Kyle:

DNR is in agreement with the findings of your investigation of the DNR Home Energy Rebate
Option (HERO) program, more specifically, the actions of one of the private-sector home energy
raters working under the program. We will implement both recommendations contained in the
audit, i.e. requiring the homeowner to sign the Form 1119 and requiring the submission of copies
of invoices pertaining to home renovations undertaken under the program.

The purpose of the HERO program is to assist Louisiana homeowners in reducing their energy
consumption, thereby saving them money and at the same time reducing the release of air
pollution emissions associated with the production and use of energy. DNR is committed to
assuring that all rebates paid under the program result in verifiable energy savings and a
corresponding reduction in air pollution emissions.

To this end, DNR has an aggressive three-tier quality assurance program.

1. In-house review of all ratings.

2. Field investigation of complaints and suspicious ratings identified during the in-house
review. It was during one such field investigation that we discovered the improprieties
that led to our requesting your office to investigate this matter.

3. Annual field audit of a random sample of houses that have gone through the program and
energy raters working under the program.

Let me assure you that DNR takes our responsibility very seriously and intends to continue
aggressively monitoring the HERO program.

Sincerely,

(Coles0dlicey

Undersecretary

RDH/wb

C: Jack C. Caldwell, Secretary
Mike French, Technology Assessment Division Director

OFFICE OF THE SECRETARY P.O. BOX 94396 BATON ROUGE, LOUISIANA 70804-9396

AN EQUAL OPPORTUNITY EMPLOYER



